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Key Topics

 Taxes and public
health

* The tobacco tax
landscape

« E-cigarette taxes




Taxes Protect Public Health

Increasing the price of tobacco products is the
single most effective way to reduce
consumption.

(Institute of Medicine, U.S. Surgeon
General, World Health Organization)

Excise tax is the most important policy-related
determinant of tobacco prices.

(2014 U.S. Surgeon General’s Report)



The 2009 Tobacco Control Act

FDA cannot;:

e Prohibit the use of tobacco
products

e Prohibit the sale of an entire
class of tobacco product

e Prohibit the sale of tobacco
products in a specific category of
retail outlets

e Require a prescription for
tobacco products

e |evy taxes on tobacco products

e Raise the minimum purchase age
of tobacco products




State Taxes on Cigarettes

Excise Tax Rates on Cigarettes (CDC STATE System Tobacco Legislation - Tax) (In effect as About This Map

of September 30, 2015) $0.17 - $<1.006

$1.006 - $<1.842

$1.842- $<2.678
W $2478-%<3514
B $3514-%<435

http://www.cdc.gov/statesystem/excisetax.html




State Taxes on Cigarettes

STATE System Excise Tax Fact Sheet

Excise Tax Rates on Packs of Cigarettes by State
(n=51; In effect as of September 30, 2015)

|:| Less than 50.500 (n=5)

|:| S0.500 to $0.999 (h=12)

. 51000 to $1.499 (n=7)

. 51.500 to $1.999 (h=10)

. 52.000 or greater [n=16)

https://chronicdata.cdc.gov/Legislation/STATE-System-Excise-Tax-Fact-Sheet/tsmn-nssw



State Taxes on Combustibles

Excise Taxes on Combustible Tobacco Products
In effect as of September 30, 2015 (n=51)

Tobacco Product

$0.425 per pack
$0.0405 each
$0.0800 per pack of 20

Cigarette $1.339 per pack Louisiana $0.860 per pack

Mo Provision (%% Manufacturer's Inwoice Price

Litthe Cigar Mo Provision £% Manufacturer's Invoice Price

-

35% Wholesale Sales Price
35% Wholesale Sales Price

40,0356 per ounce
£0.0356 per ounce

33% Manufacturer's Inwoice Price

Roll-Your-Owen 33% Manufacturer's Inwoice Price

Cigarette $2.000 per pack Georgia 40370 per pack

758 Wholesale Price 23% Wholesale Cost Price

52,000 per pack

Cigar 0% Wholesale Sales Price

Litthe Cigar 75% Wholesale Price $0.0500 per pack of 20 20F% Whalesale Sales Price
75% Wholesale Price 109 Wholesale Cost Frice
75% Wholesale Price 10% Wholesale Cost Price
$2.000 per pack $3.200 per pack

50,2180 each 50% Whalesale Price
$0.4405 per pack of 20 $3.2000 per pack of 20

$0_2875 per ounce 70% Wholesale Price 30% Wholesale Price

$0_2875 per ounce 70% Wholesale Price 30% Wholesale Price

20%% Wholesale Sales Price
Roll-Your-Own 0% Whalesale Sales Price
Cigarette $2.000 per pack

15% Whalesale Price

Litthe Cigar Tl Whaolesale Price

=
ks

Cigar
Cigar

Roll-Your-Own

https://chronicdata.cdc.gov/Legislation/STATE-System-Excise-Tax-Fact-Sheet/tsmn-nssw



State Taxes on Non-Combustibles

Excise Taxes on Non-Combustible Tobacco Products
In effect as of September 30, 2015 (n=51)

T e N S S ™
ST
S O —
Dry Snuff Tobacco ES']bwhnInsaIn Sales FncE
Moist Snuff Tobacco ES']bH'l.h:lInsaln Sales Price
Snus Tobacco Nul"rcmsun ES'}bwlmlnsaIn Sales Price
Chewing Tobacco HAlaska L’h W h-:laale Price: 1 0% thll-:salﬂ Cost Price
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Dry Snuff Tobacco ?.r\u Wi h-:laale Price 1 0% Whl:llnsaln Cost Price
Moist Snuff Tobacco 75% W h-:laale Price 1LI“~b'.|'l.|'h|:l|-=sa|-= Cost Price
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Chewing Tobacco 2225 per ounce J‘ﬂ']b““‘l:llnsalﬂ Price Maryland

ms.m — ,uwml, Pric
ms.m = ,ummlmlp Prc
anpeeme | 0% WholeslePrice |

Dry Snuff Tobaceo
Moist Snuff Tobacco

Snus Tobacco

https://chronicdata.cdc.gov/Legislation/STATE-System-Excise-Tax-Fact-Sheet/tsmn-nssw



State Taxes on E-Cigarettes

Through e-cigarette-specific legislation:

e KS (S0.20 per milliliter of consumable material “and a
proportionate tax at the like rate on all fractional parts
thereof”)

e LA (S0.05 per milliliter of nicotine)

e NC (S0.05 per fluid milliliter of consumable product)
e DC(70% Wholesale Price)

Through interpretation of existing legislation
e MN (95% Wholesale Price)



Updated CDC Data

NCHS Data Brief m No. 217 = October 2015

Electronic Cigarette Use Among Adults: United States, 2014

Charlotte A. Schoenbom, M.PH_; and Rense M. Gindi, Ph.D.

CDC PUBLIC HEALTH GRAND ROUNDS T e

Data from the National
Health Interview Survey

6% of adults had
one fime, with use differing by

cex age, and race and Hispanic
orIa.llmungm_

E-cigarettes: An Emerging
Public Health Challenge

use differing by age and race
and Hispanic or Latino origin.
* Current cigarette smokers In 2014, 12.6% of adults had ever tried an e-cigarette even
and former smokers who one time in their lifetimes, with use differing by sex, age, and
quit smoking within the past race and Hispanic or Latino origin.
year were more hikely to
e e-cizarettes than former um 1. Parcantags of adubs whohad

e a and Hispanic ar Laina arig
more than 1 year ago and those
who had never smoked.

* Among current cigarette

smokers who had tried to quit

smoking m the past year, more
1ed

65 yaam and aver

Hisparic
Hon dHizpanic whita

had ever ned an e-cigarette.

Ever havinz used an e-cigarette
: U.S, Department of was highest among never
October 20, 2015 _/(_ [CDIC] | Hosthsmdiuman sarvics ke el 155
o and declined with ags.

U.5. DEPARTMENT OF HEALTH AND HUMAN SERVIC
(Centers for Disesse Control and Prevention
National Centar for Health Statstics

http://www.cdc.gov/cdcgrandrounds/archives/2015/october2015.htm
http://www.cdc.gov/nchs/data/databriefs/db217.pdf



Many Kinds of E-Cigarettes




Baseline Questions

Which products should be
taxed?

What is the appropriate
level of taxation?

How should the tax be
structured?

How is the tax enforced?



The Minnesota Experience

Subd. 19. Tobacco products. "Tobacco products” means any products containing,
made, or derived from tobacco that is intended for human consumption, whether
chewed, smoked, absorbed, dissolved, inhaled, snorted, sniffed, or ingested by any
other means, or any component, part, or accessory of a tobacco product, including,

but not limited to, cigars; little cigars; cheroots; stogies; periques; granulated, plug
cut, crimp cut, ready rubbed, and other smoking tobacco; snuff; snuff flour;
cavendish; plug and twist tobacco; fine-cut and other chewing tobacco; shorts;
refuse scraps, clippings, cuttings and sweepings of tobacco, and other kinds and
forms of tobacco p%epa%ed—m—sue#ma&ne#as—te—be—se%&bh—ﬁepehewmg—e#

e but does not
include cigarettes as deflned in th|s section. Tobacco products excludes any
tobacco product that has been approved by the United States Food and Drug
Administration for sale as a tobacco cessation product, as a tobacco dependence
product, or for other medical purposes, and is being marketed and sold solely for
such an approved purpose.

Minn. Stat. § 297F.01, Subd. 19 (2010)




Public Health Approach

e Ad valorem tax

e Retail tax instead of
wholesale tax (except in
states with no retail
license laws or sales tax)

e Revenue dedicated to
tobacco control programs

e |n conjunction with
cigarette tax

e Equalization
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Fact Sheet

E-Cigarette Taxation: Frequently Asked Questions

Over the past few years, the sale of e-cigarettes and related products
has expanded exponentially. Since there is virtually no federal
regulatory oversight of the e-cigarette market, many state and local
governments have scrambled to enact a variety of restrictions on the
sale and use of these products. While most states have enacted youth
access restrictions and a few states, along with many local
govemments, have included e-cigarettes m smoke-free laws, the latest
frontier in e-cigarette regulation seems to be taxation.

Taxation is unique because it is an area in which the U.S. Food and Drug Administration has no
regulatory authority so, unless Congress were to act, the taxation of e-cigarettes is solely in the
domain of states and, where allowed by state law, local governments. Because every state’s tax
code is different, it is essential to work with an attorney who is familiar with your Junsdxcnon s
tax code to ensure that any tax is appropriately tailored to meet your policy needs. In other

words, there is no one-size-fits-all approach in this complicated policy area. This fact sheet
answers a few of the most frequently asked questions about taxing e-cigarettes and related
products.’

Q: Why tax e-cigarettes?

: Most e-cigarettes contain nicotine, an addictive drug. Nicotine itself is harmful to health In
addition to acute poisoning risks, exposure to nicotine has been shown to harm both maternal and
fetal health during pregnancy, and may have a lasting negative impact on adolescent brain
development. Therefore, decreasing the prevalence of nicotine use, especially among dnldren,
can significantly benefit public health Increasing price is one way to accomplish this goal.

Studies have shown that increasing the price of tobacco products Tesultsina decrease in
Initiation by new users and a decrease in the amount of tobacco use by current users * 2 Thisis
especially true among youth, who are the most price-sensitive consumers. Therefore, increasing
the tax on e-cigarettes would help accomplish important public health goals.

Most e-cigarettes contain nicotine that is derived from tobacco and are tobacco products.®
Therefore, they should be taxed as tobacco products to maintain an equitable tax burden.
Excluding them from tobacco taxes serves as a de facto discount, which could lead to higher
initiation rates and increased use. Also, it is clear that quitting all tobacco products, including e-
cigarettes, is better for one’s health than using e-cigarettes. Studies have not shown e-cigarettes
to be effective tobacco cessation products. In addition, preliminary research has shown that

Tobacco Control Legal Consortium 375 Summit Avere, Saint Paul, MN 55105307
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